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UNITED STATES CIVIL. BERVICE COMMISSION

BUREAU OF RETIREMENT AND INSURANCE
WASHINGTON 25, B.C. - RI:TGW:maw

IN REPLY PLEASE REFER TG °

YOUR REFERENCE

February 19, 1964

-
STAT

tovernment Employees Health Assn., Inc.

Post Office Box 463

Washington 4, D. C. STAT

L

The House Post Office and Civil Service Committee has reported favorably
to the House of Representatives on Senate-passed S. 1561. A copy of the
bill as reported by the Committee is enclosed. You will note that,
among other things, by amending the definition of "member of family" it
provides health benefits coverage to foster children and to children
between ages 19 and 21 and that this coverage will become effective on
enactment of S. 1561.

The purpose of this letter is to inform you of this pending legislation
and to alert you to the effect the bill will have on your Federal
contract if it is enacted into law as bresently written.

If S. 1561 becomes law, we will prepare a contract amendment to effect
the statutory revisions and send it to you for execution. We will also
supply all Plans with a copy of any informetion you will need for
implementation of the law. We will keep you informed of developments
in this legislation.

Sincerely yours, v

Thomas G alte:rs
sg8istant to the Chief
Contracts & Instructions Division

Enclosures
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881 CONGRESS HOUSE OF REPRESENTATIVES Rrprort
2d Session No. 1142

AMENDMENTS TO THE FEDERAL EMPLOYEES HEALTH
BENEFITS ACT OF 1959

FeBRUARY 17, 1964.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Poor, from the Committee on Post Office and Civil Service, sub-
mitted the following

REPORT
[To accompany S. 1561]

The Committee on Post Office and Civil Service, to whom was
referred the bill (S. 1561) to amend the Federal Employees Health

Benefits Act of 1959, having considered the same, report favorably

thereon with amendments and recommend that the bill as amended

do pass.
AMENDMENTS

The comimittee proposes two amendments to S. 1561 as it passed
the Senate—an amendment to the text and an amendment to the

title.
AMENDMENT TO THE TEXT

The amendment to the text of the bill strikes out all after the
enacting clause and inserts in lieu thereof a substitute text which is
contained in the reported bill in italic type. This amendment to the
text of S. 1561 makes certain technical and perfecting changes in
language, while incorporating all of the amendments to the Federal
Employees Health Benefits Act of 1959 upon which the U.S. Civil
Service Commission and the Senate are in unanimous agreement,
and a further amendment to the act adopted by the committee which
is also agreed to by the Commission. An explanation of the amend-
ment to the text is contained in the explanation of the bill by sections.

99-006—64——1
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2 AMENDMENTS 170 FEDERAL EMPLOYEES HEALTH BENEFITS ACT

AMENDMENT TO THE TITLE

The amendment proposed by the committee to the title of the bill
is as follows:
Amend the title so as to read:

An Act to amend the Federal Employees Health Benefits
Act of 1959 to remove certain inequities in the application
of such Act, to improve the administration thereof, and for
other purposes.

The purpose of this amendment to the title is to provide a title which
will reflect more accurately the text of S. 1561, as reported.

Purrosn

S. 1561, which passed the Senate on November 15, 1963, by unani-
mous action and which has been unanimously reported from the
committee, proposes a number of amendments to the Federal Employ-
ees Health Benefits Act of 1959 (Public Law 86-382; 5 U.S.C.
3001-3014). The purposes of these amendments are (1) to solve
problems that have arisen from the application of the act to particular
circumstances and which were unforeseen prior to enactment; (2) to
correct certain inequities; and (3) to simplify and improve generally
the administration of the act.

STATEMENT

The Federal employees health benefits program, which began opera-
tions on July 1, 1960, provides over 2 million Federal employees and
their 4 million family members with health insurance protection that
ranks among the most complete obtainable. By far the largest
health benefits program in the world, it operates every day to protect
Federal employees from the financial impact of both routine medical
expenses and major medical and hospital costs.

The program has confounded the skeptics who had prophesied that
a health benefits system of this magnitude could not be satisfactorily
established within the confines of a legislative action. It was antici-
pated by many that serious administrative problems would develop
that would require continual perfecting and remedial legislation. It
is a real tribute to the Congress and to the people who worked with it
and its committees in drafting the original legislation that this has
not been the case.

However, the experience of the Civil Service Commission to date in
administering the act has revealed a few minor problem areas which the
Commission now feels require attention. In an official recommenda-
tion submitted to the Congress on May 8, 1963, the Commission
proposed legislation to solve these problems and S. 1561 is the result
of that recommendation.

During the course of the hearings which both this committee and
the Senate Post Office and Civil Service Committee held on the legisla-
tion it became apparent that several other provisions of the Federal
Employees Health Benefits Act of 1959, not included in the Com-
mission’s proposal, also require some perfecting action. The Senate
committee added four additional amendments to the act that were not
included in the Civil Service Commission’s proposal, and this com-
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mittee, while approving the Senate action, also added one further
amendment which it feels will materially improve the program.

In summary, S. 1561 contains all of the amendments to the Federal
Employees Health Benefits Act of 1959 that were recommended by
the Civil Service Commission, plus four additional amendments that
were adopted by the Senate and one further amendment adopted by
this committee. The Civil Service Commission has offered no objec-
tion to any of these additional amendments.

ExprANATION OF THE BILL BY SECTIONS

The first section of the bill, consisting of 14 paragraphs, makes all
substantive and technical changes in the Federal Employees Health
Benefits Act of 1959 which are recommended by the Civil Service
Commission as well as those additional changes approved by the
Senate and by this committee.

Paragraphs (1) and (2) of such first section permit enrolled em-
ployees to continue their health insurance coverage when placed on
employees’ compensation even though the injury giving rise to com-

ensation payments occurred prior to enactment of the Health
%eneﬁts Act 1 1959. Paragraphs (1) and (2) simply eliminate the
present date criterion, the phrase “on or after such date of enactment,”
in the definition of annuitant.

At present the enrolled employee who goes on compensation based
on an injury suffered before the 1959 enactment date loses his health
benefits coverage and is not again eligible for coverage until and unless
he returns to active employment. The compensable disability may
remit and recur again and again. Each time the old injury forces the
enployee back on the compensation rolls, he loses coverage. This
amendment will permit such an employee to retain his coverage while
on compensation in the same manner as the employee entitled to
compensation due to an injury sustained after 1959. The amend-
ment corrects a situation which is extremely unfair to the individual
involved and to his family and which further complicates the overall
administration of the health benefits program.

Paragraph (3)(A) adds foster children who are living with the
employee or annuitant in a regular parent-child relationship to the
list of family members who can be covered by the enrollment of an
employee or annuitant.

Under present law, adopted and natural children, but not foster
children, may be covered under an employee’s family enroliment.
This places an extra burden on employees with foster children.
Some examples related to the committee are employees who are
rearing grandchildren, a niece, and a minor brother whose parents
are dead. The amendment would also cover a child who is in the
legal custody of an employee. Foster children are customarily in-
cluded in family memberships by other large employers and insurers,
and the amendment simply brings the Federal program into line with
this practice. The Civil Service Commission reports that the latent
additional cost of covering foster children is negligible.

Paragraph (3)(B) is the further amendment to the Health Benefits
Act adopted by the committee which makes a most desirable improve-
ment in the program. It continues health benefits coverage under
an employee’s family enrollment for unmarried children up to the
age of 21 years. The age limit presently in the law is 19 years. The
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committee amendment strikes 19 years where it appears in section
2(d) of the act and substitutes in lieu thereof 21 years.

This change will bring the health benefits program into line with a
similar liberalization that Congress enacted into the retirement
program in the last Congress to continue survivor benefits for children
over the age of 18 and under 20, provided they are pursuing full-time
studies. The committee did not include a requirement that the
children be pursuing full-time studies because such a requirement
in the Health Benefits Act was vigorously opposed by the Civil
Service Commission on the basis that “it would be so difficult of
administration under the health benefits program as to be impracticable
if not actually unworkable.”

The Commission does not oppose raising the age limit to 21 for all
unmarried children regardless of whether or not they are in school.
In fact, it did recommend the 21-year age limit in April 1959 to the
Senate Post Office and Civil Service Committee during original
consideration of the health benefits legislation. The Commission
states that the cost of extending health benefits coverage to children
up to the age of 21 would be minimal.

Paragraph (4), in conjunction with paragraphs (10) and (11), would
eliminate from present law a provision that tends to discriminate
against married female employees who are required to pay appreciably
more for their health benefits protection than are married male
employees. This amendment was adopted by the Senate.

Under present law the Government, in effect, does not contribute to
the health benefits coverage of a nondependent husband of a married
woman employee. Family plan coverage is available to the family of
married women Government employees with the standard Govern-
ment contribution only if the husband is in a dependent status. For
example, the Government contribution for a female employee or an-
nuitant enrolled for self and family, including a nondependent husband,
is now not less than $1.75 nor more than $2.50 biweekly. This com-
pares with not less than $3 nor more than $4.25 biweekly in the case of a
male employee enrolled for self and family. This amendment would
place the female employee with family, including nondependent
husband, on the same Government-contribution basis as regular
family enrollments.

The Civil Service Commission reports that, in the interest of
equity, it does not object to equalizing the Government contribution
for women with nondependent husbands. It estimates that about
100,000 such women would qualify for an increase in contribution of
$1.30 biweekly, based on present contribution rates. On this basis,
the annual cost of this amendment to the Government would be
between $3.25 million and $3.5 million. :

Paragraph (5) provides that an employee who enrolled in a health
plan up through December 31, 1964, who otherwise might be ineligible
to do so because he did not enroll at the first opportunity, may con-
tinue his coverage as an annuitant.

Under present law, in order to continue coverage after retirement,
the employee must have been enrolled for not less than 5 years im-
mediately prior to retirement or must have enrolled at his first oppor-
tunity. Despite every effort to inform them, many employees did
not grasp the importance of enrolling at the first opportunity, and
those of this group coming up for retirement in the next few years
will find themselves ineligible for continued coverage as retirees be-
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cause of failure to enroll at the first opportunity. The proposed
amendment will enable such employees to enroll up through December
31, 1964, in order to keep their health plans after retirement.

Paragraph (6), which is another amendment adopted by the Senate,
has the effect of making retroactive the amendment to the Health Ben-
efits Act proposed by paragraph (5) above. The paragraph (6) amend-
ment, in which the Civil Service Commission concurs, anticipates the
development of an inequity and correctsitinadvance. Itisintended to
cover enrolled employees who retired since July 1960, and who are
without health insurance coverage because they had failed to enroll
at their first opportunities. It will permit these very few retired
employees involved to regain their health benefits protection by allow-
ing them to enroll up through December 31, 1964.

This liberalization is extended only to those retired employees who
were actually enrolled in a health plan under the act and who met
every other requirement at the time of retirement except that they
had not enrolled at their first opportunity. It does not provide that
coverage has been in effect retroactively, nor does it apply to retirees
who retired without ever having been enrolled in a plan.

Paragraph (7) permits the Civil Service Copamission to terminate the
contract of any carrier at the end of a contract term if the Commission
should find that in the preceding two contract terms the carrier did
not have 300 or more employees and annuitants enrolled in its plan.

This authority would be discretionary which the Commission
reports it would use sparingly and with good judgment. The Com-
mission states that the cost of contract negotiation and settlement,
preparation of brochures, and other processes and operations necessary
for such plans are disproportionate to any advantage in keeping them
in the program as carriers. There are currently 5 plans, all of the
group-practice type with a combined enrollment of 538, whose con-
tracts could be terminated under this proposed authority.

Paragraph (8) eliminates the present requirement of law that the
Civil Service Commission review and approve the terms and conditions
of nongroup contracts offered by carriers to former employees or
annuitants who elect to convert.

These terms and conditions are generally subject to regulation by
State law. The Commission reports that it is highly impracticable
for it to review all conversion contracts that can be offered under
Statelaw. Inmany cases terms are specified, at least in part, by State
laws and regulations, and cannot be altered by the Commission.
Consequently, review by the Commission does little or nothing to
improve the conversion contracts and tends to limit the number of
conversion contracts available to departing Federal employees to
those which have been filed with the Commission and processed by the
Commission’s staff. The Commission states it will continue to pro-
vide in its contracts that carriers must offer conversion contracts which
meet certain requirements of law and regulations, such as noncancela-
bility and elimination of waiting periods.

Paragraph (9) eliminates the present requirement that the em-
ployee or annuitant who elects to convert to a nongroup contract be
offered the choice of a cancelable or a noncancelable conversion policy.

This amendment proposes that only noncancelable contracts will be
required to be offered. The present law requirement that a choice
be offered between a cancelable and noncancelable contract has proved
meaningless. No cancelable contracts have been requested, evidently
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because of the uncertain protection they afford. It would be in the
best interest of Federal employees to require only that noncancelable
policies be offered for conversion purposes. The amendment would
not prohibit a carrier from offering the additional option of a cancelable
policy if it is so desired.

Paragraph (10) is discussed under the heading “Paragraph (4).”
Paragraph (10) strikes out of present law the separate Government
contribution rates and enrollment classification for a “female em-
ployee or annuitant enrolled for self and family, including a nonde-
pendent husband.”

Paragraph (11) corrects a technical defect in the present law in order
to maintain the intent that the Government contribution shall not
exceed 50 percent of the lowest priced, Government-wide option.

The present law is so worded as to require a Government contribu-
tion of more than 50 percent where the employee enrolls in a plan !
costing more than the legal minimum but less than the lowest priced,
Government-wide option. Section 7(a)(1) of the Health Benefits Act
sets the legal minimum at $1.25. The cost of the lowest priced,
Government-wide option is presently $2.60 so that the Government
contribution is $1.30. Section 7(a)(2) of the act provides that if a
plan costs less than $2.50 biweekly, the Government contribution will
be 50 percent of the actual charge. ;

There are no instances now in which the Government contribution 1
actually exceeds 50 percent, but the situation could arise in the event
the cost of the Government-wide option, which is used as the basis for
fixing the Government contribution, were to increase, for example,
to $3 biweekly, so that the Government contribution would then be
$1.50 across the board. In such a circumstance section 7(a)(2) would
take care of a plan that costs less than $2.50; but in the case of a plan
costing $2.60 biweekly the Government contribution would be $1.50,
or 57.7 percent, rather than 50 percent, or $1.30.

The amendment limits the Government contribution to 50 percent
at most in cases of this sort for all enrollments, including a female
employee with nondependent husband.

Paragraph (12) incorporates into S. 1561 the provisions of H.R. 7400
which was introduced as a result of an official recommendation of the
Civil Service Commission and which passed the House of Repre-
sentatives on the Consent Calendar on October 7, 1963. The para-
graph was added by the Senate.

This amendment will give the Civil Service Commission authority
to transfer unneeded funds from the administrative expense reserve
fund under the Health Benefits Act to the contingency reserves of the
various health plans in proportion to the subscription charges of the
plans. The present 1 percent set aside for the administrative expense
reserve has accumulated a sum more than adequate to pay adminis-
trative expenses. Paragraph (12) will enable the Commission to reduce
the administrative reserve fund and to avoid accumulation of un-
needed funds in this reserve by diverting the excess to the contingency
reserves of participating plans where it can be utilized to benefit
subscribers.

Paragraph (18) adds a new subsection (d) to section 8 of the Health
Benefits Act in order to cover situations not presently dealt with in the
law with regard to the contingency reserves of discontinued plans
and plans sponsored by employee organizations that merge.
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Paragraph (1) of such new subsection (d) provides for the transfer
to a successor organization of all the assets (including contingency
reserves) and liabilities of health plans sponsored by employee orga-
nizations that merge. KEach employee or annuitant affected by a
merger will also be transferred to the plan sponsored by the successor
organization unless he chooses to enroll in another plan.

This amendment was included by the Senate in S. 1561 in order to
correct the problem created when two or more employee organiza-
tions merge, each of which sponsors a health benefits plan. The
specific case involved is the merger in May 1961 between the National
Federation of Post Office Clerks and the United National Association
of Post Office Craftsmen to form the present United Federation of
Postal Clerks. Both of the merged organizations operated large
and successful health benefits plans. In this particular case, an
actual merger of the plans was not effected. Instead, it was decided
to permit the smaller of the two plans, that sponsored by the United
National Association of Post Office Craftsmen, to expire, with the
membership transferring to the plan sponsored by the successor
organization. However, when a final accounting of the smaller plan
was made, it was found that it had built up a sizable contingency
reserve for which there is no present provision for disposition. These
reserve funds presently exist in a limbo from which they might not
be removed. This amendment permits the funds to be transferred
to the health plan of the United Federation of Postal Clerks so that
{;)hiay can be of benefit to those employees to whom they rightfully

elong.

The Civil Service Commission has given its full endorsement to
this amendment as a solution to the existing problem and a method
for handling future such oceurrences.

Paragraph (2) of such new subsection (d) authorizes the Civil
Service Commission to credit the contingency reserve of any dis-
continued plan to those plans remaining in the health benefits pro-
gram for the contract term following that in which the termination
occurred. Hach of the remaining plans will be credited in proportion
to the premiums paid and accrued for the year of discontinuance.

Present law also makes no provision for the disposition of the con-
tingency reserves of health benefits plans that may discontinue
business. The Civil Service Commission has recommended this
amendment as an equitable method of disposing of these funds.
Each plan will be credited in proportion to the amount of its premi-
ums for the year of discontinuance which, roughly, reflects the
number of persons covered by the plan.

Paragraph (14) permits a reinstated or restored employee to elect
to enroll as a new employee or remain in the same plan and receive
indemnification for medical expenses incurred during a period of
removal or suspension.

The employee now has no such choice and his coverage must be
made retroactive with an attendant adjustment of premiums and
claims, if any, back to date of removal or suspension. The amend-
ment would permit a restored employee to elect whether to have
retroactive coverage or to enroll as a new employee. It is assumed
that restored employees will not need or want retroactive coverage
where their medical expenses during the period of removal or sus-
pension are minor.
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This amendment is designed to afford equitable treatment to the
relatively few employees involved. Reinstatement of an employee
may occur months after his suspension or removal. During the
interim he may have acquired and paid for other health insurance.
Such an employee should not have his Federal employee coverage
reinstated retroactively, as the law presently requires, and be made
to pay twice for his health insurance while he was suspended or
removed. Additionally, the employee may be enrolled in a group-
practice plan which provides direct medical services (not indemnities)
which he could not obtain during the erroneous suspension or removal.

Section 2 of S. 1561 provides that paragraphs (4), (10), and (11) of
tho first section of the bill shall become effective on the first day of the
first pay period which begins at least 90 days after the date of enact-
ment. The Civil Service Commission needs this leadtime in order to
make effective the above paragraphs that will place married women
employees with nondependent husbands on the same Government
contribution and enrollment basis as male employees with families.

HeARrINGS

The committee held an extensive hearing on this legislation on
August 2, 1963, at which 18 witnesses representing the administration, !
employee organizations, insurance underwriters, and health associa- ?
tions testified.

Cost

With the exception of the estimated cost of approximately $3.25
million per annum to equalize Government contributions to the health
benefits men and women employees, enactment of this measure will
not result in any additional net cost. In fact, the Civil Service Com-
mission estimates that minor savings in administrative expenses will

result.
AgENcY RECOMMENDATIONS

The executive communication from the U.S. Civil Service Commis-
sion recommending enactment of this legislation and additional com-
munications on related provisions of the measure follow:

U.S. Crvin Service COMMISSION,
Washington, D.C., May 8, 1963.

Hon. Joun W. McCorMACK, :
Speaker of the House of Representatives, “
Washington, D.C. y
Dear Mg Srmaxer: The Civil Service Commission is submitting
with this letter, for the consideration of the Congress, proposed
amendments to the Federal Employees Health Benefits Act. The
proposed amendments would remove certain inequities in the appli-
cation of the act and simplify its administration. Enclosed are a
draft bill, sectional analysis, and a statement of purpose and justifica-
tion which, respectively, set forth, analyze, and give reasons for the g
proposed amendments. These state the nature of the proposals %
specifically and in detail.
The Bureau of the Budget advises that there would be no objection
from the standpoint of the administration’s program to submission of
the draft bill.
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A similar letter is being sent the President of the Senate.
By direction of the Commission:
Sincerely yours,
Joan W. Macy, Jr., Chairman.

STATEMENT OF PURPOSE AND JUSTIFICATION

Our experience to date under the Federal Employees Health Benefits
Act has revealed a number of problems which arise from the appli-
cation of the act to particular circumstances, some ol which were
unforeseen prior to enactment of the law. The purpose of the proposed
legislation is to solve some of these problems, remove certain inequities
in the application of the act, and simplily its administration. No
added Government costs will result from the proposed changes. They
will instead produce minor savings, the amount of which cannot be
estimated.

The proposals have been stated in the sectional analysis and the
reasons for the amendments follow.

(1 and 2) are intended to eliminate termination of eligibility for
health benefits coverage where an enrolled employee becomes entitled
to employees’ compensation based on an injury suffered before enact-
ment of the act. The compensable disability may remit and recur
again and again. Each time the individual returns to the active rolls
as an employee he is eligible to enroll as an employee and each time
he goes on the compensation rolls he loses eligibility. This is unfair
to the individual and complicates administration. The proposed
amendment, by changing the definition of annuitant, would permit
the employee enrolled under the Federal Employees Health Benefits
Act to take his coverage with him, as an annuitant, when he returns
to the compensation rolls,

(3) Customarily health benefits insurers have included foster chil-
dren in {amily memberships. They were not so included under the
Federal program and the result was an increased cost of health benefits
to some employees. Among cases which have come to our attention
are those of three employees who are, respectively, rearing grand-
childern, a niece, and a minor brother, whose parents are dead. In
each of these cases the employee is precluded by State law from
adopting children so closely related. In other cases employees are
rearing children under preadoption agreements. The latent addi-
tional cost of covering foster children is negligible.

(4) Under present law an employee in order to continue coverage
after retirement must have been enrolled for not less than the 5 years
immediately preceding his retirement or must have enrolled during the
first enrollment period. The Commission and other involved agencies
made every effort to inform all employees concerning the health
program. However, some employees, because of the newness of the
program and a failure to comprehend the importance of initial enroll-
ment, did not avail themselves of the first opportunity to enroll.
The present amendment will enable those who enroll up through
December 31, 1963, to keep their health plans after retirement.

(5) This provision would permit the Commission to terminate the
contract of any carrier at the end of a contract period if during the
preceding two contracts periods the carrier did not have 300 or more
employees and annuitants enrolled in its plan. There are currently

H. Rept. 1142, 88-2——9
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(December 1962) five plans, with a combined enrollment of 538,
whose contracts could be terminated under this proposed authority.
The amendment herce proposed would impose little, if any, additional
workload upon the Commission. The costs of contract negotiation
and settlement, preparation of brochures, and other administrative
processes and operations necessury for such plans are disproportionate
to any advantage resulting from their inclusion as carriers.

(6) The present act requires a former employee or annuitant who
elects to convert to a nongroup contract to pay the full periodic
charges on such terms and conditions as are prescribed by the carrier
and approved by the Commission. These terms and conditions are
generally subject Lo regulation by State law. The Commission can-
not well review all conversion contracts that can be offered under
State law. In many cases Lerms are specified, at least in part, by
State laws and regulations, and cannot be altered by the Commis-
sion. Consequently review by the Commission does little to improve
the conversion coniracts and tends to limit the number of conversion
contracts available to departing Federal employees to those which
have been filed with the Commission and processed by the Commis-
sion’s staff. The Commission will continue to provide in its contracts
that carriers must offer conversion contracts which meet certain
requirements of law and regulations, such as noncancelability and
elimination of waiting periods.

(7) Present law requires that the employee or annuitant be offered
the ehoice of a cancelable or noncancelable conversion policy.  There
have been no requests for cancelable conversion policies. Morevoer,
the protection offered by such a policy is somewhat illusory as it can
be revoked at any time. Under the circumstances it would seem to
be in the best interest of Federal employees to require only that a
noncancelable policy be offered for conversion purposes. This would
not prohibit a_ carrier offering the additional option of a cancelable
policy if it so desired.

(8) The literal wording of section 7(a)(2) of the present law would
require a Government contribution amounting to more than 50 percent
when the lowest priced, Government-wide option costs more than the
minimuin preseribed by law and the employee enrolls in & plan costing
more than the legal minimum but less than the lowest priced, Govern-
ment-wide option. This does not appear to have been the intent of
Congress. This amendment limits the Government contribution to
50 percent at most in cases ol this sort.

(9) Two of the original plans have already discontinued participa-
tion in the Kederal employces health benefits program. The present
act makes no provision for the disposition of the contingency reserves
of discontinued plans. The proposal herein made is, we feel, an
equitable method of disposing of these funds. Each plan will be
eredited in proportion to the amount of its premiums for the year of
diseontinuance—which, roughly, reflects the number of persons
covered by the plan.

(10) The present law provides that an employee who is removed or
suspended and then restored to duty shall not be deprived of coverage
and benefits for the interim period. ~To this end it requires appropriate
adjustments in contributions, and claims. The proposed amendment
would permit a restored employee to clect whether to have retroactive
coverage, or to enroll as a new employce. Restored employees will




AMENDMENTS TO FEDERAL EMPLOYEES HEALTH BENEFITS ACT 11

not need or want, retroactive coverage where their medical expenses
during the period of removal or suspension are minor.

U.S. CrviL Sgrvice CoMMISSION,
Washington, D.C., August 19, 1963.
Hon. Tom Murkay,
Chairman, Committee on Post Office and Civil Service,
House of Representatives.

Dear Mr. Crairman: This refers further to your request of
March 14, 1963, for a report on H.R. 4525, a bill to amend the Federal
Employees Health Benefits Act of 1959, with respect to the contribu-
tion made by Governinent toward health benefit protection for
employees and annuitants and members of their families.

The bill, if enacted, would (1) change the method for determining the
amount of the Government’s contributions; (2) give women with non-
dependent husbands the same contribution as other employees with
family enrollments; and (3) increase the amount of the Government’s
contribution.

The Commission endorses the proposal to change the method for
determining the amount of the Government’s contribution which now,
in general, equals but cannot exceed 50 percent of the cost of the least
expensive option offered by the Government-wide plans. The least
expensive Government-wide option costs $2.60 biweekly for a self-
only enrollment and $6.24 biweekly for a family enrollment. Except
for a relatively few employees who are in plans offering options priced
at less than these amounts, the Government contributes biweekly
$1.30 for a self-only enrollment, $3.12 for a regular family enrollment,
and $1.82 for a family enrollment of & woman with a nondependent
husband.

This method of determining the amount of the Government’s
contribution should be changed because it is unsatisfactory. Prob-
ably its major fault is that it creates the following anomalous situation:

The less expensive (i.e., low) options have attracted the good in-
surance risks. Most of the low options, including the one which
determines the Government’s contribution, have had such good
morbidity and claims experience as to warrant an increase in benefits
or a reduction in premium rates. However, if we increased benefits
it would blur the distinction between low- and high-option benefits;
it we reduced the rates, including the rate for the least expensive
Government-wide option, the Government’s contribution would also
be reduced to an amount less than the minimum specified in the act
and the large majority of employees who are in the high options would
have to pay more out of pocket for this coverage since high-option
rates could not also be reduced.

H.R. 4525 proposes a method under which the Government would
contribute specified biweekly aimmounts for self-only and family enroll-
ments, but not exceeding in any case 50 percent of the total biweekly
subseription charge. This would leave the initiative for a change in
the Government contribution with the Congress and allow flexibility
in setting the amount thereof. Also, it would permnit the Commission
to consider proposals for changes in beunefits and rates on their merits
instead of in the light of their impact on the amount of the Govern-
ment’s contribution.
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In the interest of equity, the Commission does not object to the
proposal which would equalize the Government contribution for
women with nondependent husbands. We estimate that about
100,000 such women would qualify for an increase in contribution of
$1.30 biweekly, based on present contribution rates, and that therefore
the annual cost to the Government would be between $3.25 million
and $3.5 million.

The Cominission opposes the proposal to increase the Government’s
contribution at this time because it is not in accord with the admin-
istration’s fiscal policy.

Including the 1 percént administrative expenses and the 3 percent
contingency reserves add-on provided for by section 8(b) of the Fed-
eral Employecs Health Benefits Act of 1959, and on the basis of enroll-
ments in foree at the close of 1962, the proposal in H.R. 4525 would
inerease the Government’s biweekly contribution as follows:

Type of enrollment Present 1Proposed Amount of | Percentage
contribution | contribution increase increase
Self only. ... _ $1. 30 $2.08 $0.78 60
Regular family . 3.12 5.20 2.08 67
Family with nondependent husband 1.82 5.20 3.38 136
Approximate | Amount ol Total of Annual
Type of enrollment number biwcekly biweekly cost
enrolled increase increase
Qelf OV o e 500, 000 $0.78 $390, 000 $10, 140, 000
Regular famnily oo - 1, 500, 000 2.08 3,120,000 81,120,000
TFamily with nondependent husband 100 000 3.38 338,000 8,788,000
Potals oo IR DRt RPN 3,848,000 100, 048, 000

H.R. 4525 could accordingly add up to $100 million to the Govern-
ment’s annual payroll cost.

During the 3 years the Federal employees health benefits program
has been in existence, & small minority ol employees have had to pay
relatively modest increases in premiums—none on an order ol magni-
tude approaching the percentages of increascs in the Government’s
contribution proposed in H.R. 4525. The Commission, therefore,
believes that it would be appropriate to postpone any consideration
of an increase in the Government contribution to health benefits to a
time in the [uture when at least a majority of employees have ex-
perienced a premium increase and that at that time the increase in
the Government’s contribution should bear some proportion to the
premium increase. We therefore, urge that the $2 and $5 figures in
section 1 ol the bill be amended to specify $1.25 and $3, respectively,
0 as to leave the Government’s contribution at the present amounts.

Accordingly, il amended as suggested, the Commission favors the
enactiment of H.R. 4525,

In connection with identical bill, S. 761, the Bureau of the Budget
advised that there would be no objection to the submission of this
report to the committee.

By direction of the Commission:

Sincerely yours,
Joun W. Macy, Jx., Chairman.
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UB. Civin SurvicE COMMISSION,
Washington, D.C., August 22, 1963.
Hon. Tom Murray,
Chairman, Committee on Post Office and Cinl Service,
House of Representatives, Washington, D.C.

Dmar M=zr. CuateMan. This is in response to a request made by
your committee staff for our estimate of first-year cost of the increased
Government contributions proposed in H.R. 4525.

This estimate is grounded on the cost of Government contributions
on the H.R. 4525 basis to the two Government-wide plans which,
together, cover approximately 76 percent of all employees enrolled

) in the program. It assumes no change during the open season in
October 1963 in size or distribution of enrollment as between the two
Government-wide plans, as between the high and low options of each

- of these plans, and as among the three types of enrollment (self only,

| self and family, and self and tamily—wife with nondependent husband).

Using the premium rates for the fourth contract period (November
1963—-October 1964) the additional cost of Government contributions
for that contract year for these two plans would be approximately
$40.40 million. Projecting this cost over the entire universe of
enrolled employees we come up with an estimated total added first
year Government cost of $53.87 million.

This would increase total Government contributions costs for the
next contract period from $132.3 million to about $186.21 million.
Thereafter plans would undoubtedly increase benefits and rates to
take full advantage of the increased Government contribution; this
would, in turn, bring the increased Government cost up close to the
potential $100 million mentioned in the Commission’s report of
August 19, 1963.

Sincerely yours,

Joun W. Macy, Jr., Chairman.

U.S. Crvin Servics COMMISSION,
Washington, D.C., September 5, 1963.
Hon. Tom MURRAY,
‘ Chairman, Commatiee on Post Office and Ciwil Service,
House of Representatives.
Drar MRr. Crargman: This refers further to your request of
» January 24, 1963, for Commission report on H.R. 1102, a bill to
amend section 2 of the Federal Employees Health Benefits Act of
1959 to provide that certain students 21 years of age and under shall
be included as a member of the family of a Federal employee enrolled
in an approved health benefits plan.

Under existing law, the family health benefits enrollment of an
employee or annuitant covers, as members of family, his spouse and
his unmarried children under age 19.  An unmarried child aged 19 or
over is covered as a member of family if incapable of self-support due
to mental or physical incapacity which existed before his 19th birthday.
A child’s status and coverage as a member of family thus ceases on the

day the child marries, reaches age 19, or, if covered beyond age 19,
when he becomes capable of self-support. Cessation of coverage in
each instance is subject to a 31-day temporary extension of coverage,
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during which the employee has a right to convert the child’s coverage,
without cevidence of insurability, to a nongroup health benefits con-
tract offered by the carrier of his plan,

Effective upon enactment, H.R. 1102 would add another exception
to the general provision for termination of a child’s coverage at age 19,
Under the added exception an unmarried child would be covered as a
family member alter age 19, but not beyond age 21, so long as he
regularly pursues a full-time course of study or training in residence
in a high school, trade school, technical or vocational institute, junior
college, college, university, or other comparable recognized educational
institution. Once qualified as a student, the child would be deemed
still in full-time school attendance and eligible for coverage during
nonschool intervals of not over 4 months between school years or
terms, provided he shows a clear intention to continue a full-time
student in the same or another school. A student-child reaching age
21 in any month other than July or August would be deemed not to
reach age 21 umtil the July 1 following his actual 21st birthduy.
Coverage of a child meeting these conditions could thus continue until
his actual or presumed 21st birthday, subject to earlier termination if
he ceases to be a student. Once coverage terminated because of
ceasing to be a student, it could not resume even though the child
again returned to full-time schooling before reaching age 21.

The bill needs technical revision In two respects: (1) in line 7, page
1, change the word “cighteen” to “nineteen”, to be consistent with
existing law, and (2) in line 12, page 2, delete the phrase “to the satis-
faction of the Conunigsion’’; verification of intention to continue
schooling would have to be made by cach of some 10,000 employing
offices, in connection with family enrollments, and by each of the 40
health benefit carriers, in connection with claims,

Also, the immediate cffective date proposed is unrealistic. At
least 6 months leadtime would be required to permit implementation
of a change of this sort. Detailed information on student-child
cligibility would have to be disseminated worldwide to all employing
offices, employees, and annuitants. A special enrollment period
would have to be arranged to allow persons hitherto without family
members to change from self only to family enrollments to cover
children newly made eligible as students. To support this type of
enrollment change, involving higher employee and Government con-
tributions, it would be necessary to make advance determinations of
cligibility of alleged full-time students. In addition, the health bene-
fits carriers would have to develop new procedures and guides for
ascertaining and determining student-child status for purposes of
claims.

If H.R. 1102 is to be seriously considered, it should be amended to
make coverage for the new student-child class eflective no carlier
than 6 months after enactment.

The Commission does not concur in this proposal. This idea was
considered and rejected by the Congress in connection with the framing
of the Health Benefits Act in 1959.  Senate Report 468, dated July 2,
1959, on S. 2162, the bill which becamo the Health Benefits Act,
states in pertinent part:

“Various birthdays were suggested as being appropriate for ending
coverage of children as dependents under family policies. S. 94
included children to age 19 unless they were enrolled in o full-time
course of study at an educational institution; in that event coverage

-
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was extended to the 23d birthday. The Civil Service Commission’s
proposal of April 15 suggested an age limit of 21 for all children whether
or not they were in school.

“The committee was aware of the prevalence of college health plans
and of inexpensive ‘education’ health policies available for students.
It also examined the prevailing provisions for terminating children’s
coverage under family policies in voluntary health insurance plans
throughout the country. It concluded that it was desirable to cover
children until the normal age for completing high school. At this
age many young people cease to be dependent and become wage
earners. Coverage (o age 19 seemed, therefore, the most logical
provision.”

The Commission agreed in 1959, and still agrees, with this sound
judgment on duration of children’s coverage adopted by the Congress,
Our experience with the health benefits program has not disclosed any
significant shift or trend in pertinent factors which would warrant a
reversal of the judgment made by the 86th Congress.

Since the health benefits program began in 1960, we have received
only a limited number of individual inquiries or suggestions regarding
coverage for children over age 19 attending school, and have noted no
really urgent or widespread demand for adding such a provision to the
health benefits law. It is apparent that this particular legislative
proposal was given impetus by the fact that the Civil Service Retire-
ment Act was amended October 11, 1962, Lo extend survivor annuity
to children beyond age 18 up to age 21 based on full-time school
attendance. The Commission favored the Retirement Act amend-
ment, but did so for reasons which do not apply to the health benefits
program. Child survivors under the retirement law receive their
benefits because of the loss through death of the family’s main support.
Availability of survivor annuity to the student-child aged 18 to 21,
who is either an orphan or has only one parent surviving, may often
provide the margin of income which enables him to continue with his
education.

These considerations do not exist with respect to extending health
benefits coverage to student-children aged 19 to 21. In each case,
the employee-parent is still living, and termination of the child’s
health benefits coverage al age 19 presents no real barrier to continua-~
tion of his education. The worst that happens is that the employee-
parent has to pay a few extra dollars per month for the child’s health
insurance over a limited period.

The student-child provisions in the Retirement Act have proved
complex to apply and their administration has been feasible only
because it is done on a coentralized basis. This crucial advantage
would be absent under the health benefits program which is of neces-
sity operated on a widely decentralized basis.  While the Commis-
sion has overall responsibility for administering and directing the
health benefits program, the great mass of day-to-day operations are
carried on by some 10,000 employing offices located worldwide and
by the 40 health benefits carriers.

Employing office responsibilities include such functions as explain-
ing to employees their rights and obligations under the program,
determining eligibility or ineligibility of employees, registering and
enrolling eligibles, processing enrollment changes, reporting enroll-
ments and changes to carriers, remitting and accounting for with-
holdings and contributions, and maintaining all necessary records of
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these transactions. As part of the cnrollment process, employing
offices now determine the sclf-support capability of over-age-19
children claimed to be dependent. If an employee has no other
member of family, the dependency decision on his over-age-19 child
governs his eligibility to enroll or remain enrolled for self and family.
At present, these decisions on children past age 19 need be made only
infrequently where incapability of self-support is claimed.

Enactment of a student-child provision would multiply the occa-
sions for such decisions many times over. Immediately and on a con-
tinuing busis, such provision would confront employing offices with
the task of verifying with cducational institutions throughout the
world the full-time student status of all children claimed by employees
to be students in connection with all existing and future family en-
rollments. Considering that over 1,500,000 family enrollments arc
now in force, it is possible to visualize the immensity of the added
workload which would be imposed upon employing offices. In our
judgment, the added administrative expense with respect to employing
offices alone would be disproportionately high in comparison to benefits
which would acerue to student-children.

A heavy burden would also fall upon health benefits carriers in
adjudicating claims and providing health benefits to enrollees and
members of their families. Before carriers could make cash payments
or payments to doctors and hospilals in student-child cases, the car-
riers would be obliged to ascertain current student-child status, as
well as its existence continuously since age 19 or since date of coverage
under a family -enrollment after that age. In some instances the
carrier could probably verify a child’s student status from records in
employing offices (if very recent), but in most cases the carriers would
undoubtedly have to make an independent verification of status
through correspondence or other contact with educational institu-
tions. The result could only be delays in settlement of claims, ranging
in degree from moderate to unconscionable, and a material increase in
carriers’ administrative expenses.

Even the student-children would be subjected to certain undesirable
side effects. For example, in many cases a student-child’s admission
to a hospital without cash deposit would be delayed pending verifica-
tion of his current and uninterrupted status as a covered student-child.

In the light of these prospects it is our opinion that the proposed
student-child coverage provision would be so difficult of administra-
tion under the health benefits program as to be impracticable if not
actually unworkable. Accordingly, the Commission recommends
that adverse action be taken on H.R. 1102,

We have no data on swhich to base an estimate of the added cost
which would result from enactment of 1.R. 1102.  Some added cost
would certainly result. The cost of providing health benefits for the
group, aged 19 to 21, would be negligible. Practically all of the re-
sulting added ‘costs would bein the form of inereased administrative
expenses. A student-child provision would not, in and of itself, cause
any immediale rise in subseription rates, but the feature would be one
more lactor added to other existing [actors which will require rate
increases in the future.

Should Congress nevertheless decide to extend children’s coverage
beyond age 19, the Commission wishes to renew at this time the pro-
posal it advanced in April 1959 to the Senate Committee on Post Office
and Civil Service. We would recommend in this event that the age
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!imithbelraised to 21 for all children, regardless of whether they are
in school.
The Bureau of the Budget advises that from the standpoint of the
administration’s program there is no objection to the submission of
this report.

By direction of the Commission.

Sincerely yours,
Joux W. Macy, Jr., Chairman.

Cuavces 1N Existine Law Mape BY THE Binn, as REpoRrTED

In compliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):

FeprralL EMrrovEes Hrarre Benxerirs Act oF 1959

sk £ Ed * ES b3 *
DEFINITIONS
Sec. 2. As used in this Act—
ES * % * * * E3

(¢) “Annuitant” means—

(3) an employee who receives monthly compensation under
the Federal Employees’ Compensation Act [as a result of injury
sustained or illness contracted on or after such date of enactment
and who is determined by the Secretary of Labor to be unable
to return to duty, and

(4) a member of a family who receives monthly compensation
under the Federal Employees’ Compensation Act as the surviving
beneficiary of (A) an employee who, having completed five or
more years of service, dies as a result of illness or injury compen-
sable under such Act or (B) a former employee who is separated
after having completed five or more years of service and who
dies while receiving monthly compensation under such Act fon
account of injury sustained or illness contracted on or after such
date of enactment] and has been held by the Secretary of Labor
to have been unable to return to duty.

* * * * * * *

(d) “Member of family’’ means an employee’s or annuitant’s spouse
and any unmarried child (1) under the age of [ninteen] fwenty-one
years (including (A) an adopted child, and (B) a [stepchild or]
stepehald, fostor child, or recognized natural child who lives with the
employee or annuitant in a regular parent-child relationship), or (2)
regardless of age who is incapable or self-support because of mental or
physical incapacity that existed prior to his reaching the age of
[nineteen’ twenty-one years.

[(e) “Dependent husband” means a husband who is incapable of
self-support by reason of mental or physical disability which can be
expected to continue for more than one year.]

% * % * * * #
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ELECTION OF COVERAGE

Sec. 3. (a) Any employee may, at such time, in such manner, and
under such conditions of eligibility as the Commission may by regula-
tion prescribe, enroll in an approved health benefits plan described in
section 4 either as an individual or for self and family. Such regu-
lations may provide for the exclusion of employees on the basis of the
nature and type of their employment or conditions pertaining thereto,
such as, but not limited to, short-term appointments, seasonal or inter-
mittent employment, and employment of like nature, but no employee
or group of employees shall be excluded solely on the basis of the
hazardous nature of their employment.

(b) Any annuitant who at the time he becomes an annuitant shall
have been enrolled in a health benefits plan under this Act—

(1) for a period not less than (A) the five years of service
immediately preceding retirement or (B) the full period or
periods of service between the last day of the first period, as
prescribed by regulations of the Commission, in which he is eli-
gible to enroll in such a plan and the date on which he becomes
an annuitant, [whichever is shorter,} or (O) the full period or
periods of service beginning with the enrollment which became
effective not later than December 31, 1964, and ending with the date on
which he becomes an annuitont, whichever 1s shortest, or

(2) as a member of the family of an employee or annuitant

may continue his enrollment under such conditions of eligibility as
may be prescribed by regulations of the Commission,

(¢) If an employee has a spouse who is an employee, either spouse
(but not both) may enroll for self and family, or either spouse may
enroll as an individual, but no person may be enrolled both as an
employee or annuitant and as a member of the family.

(d) A change in the coverage of any employee or annuitant, or of
any employee or annuitant and members of his family, enrolled in a
health benefits plan under this Act may be made by the employee or
annuitant upon application filed within sixty days after the occur-
rence of a change in family status or at such other times and under
such conditions as may be prescribed by regulations of the Commission.

(e) A transfer of enrollment from one health benefits plan described
in section 4 to another such plan may be made by an employee or
annuitant at such times and under such conditions as may be pre-
scribed by regulations of the Commission. ‘

(f) Persons employed by the county committees established pur-
suant to section 8(b) of the Soil Conservation and Domestic Allot-
ment Act (16 U.S.C. 590h(b)) may, in such manner and under such
conditions of eligibility as the Commission by regulation may pre-
scribe, enroll in an approved health benefits plan described in section
4 either as an individual or for self and family, under the same terms
and conditions as apply to other employees who are eligible to enroll
in such a plan under this Act. The Secretary of Agriculture is au-
thorized and directed to prescribe and issue such regulations as may
be necessary to provide a means of effecting the application and opera-
tion of the provisions of this subsection with respect to such persons.

(9) Any annuitant (including an individual receiving monthly com-
pensation as a result of ingury sustained prior to the effective date speci-

Jied in section 16 and who would be an annuitant if the ingury or illness
had been sustained or contracted on or after that date) who at the time
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he became an annuitant shall have been enrolled in a health benefits
plan under this Act and who at the time he became an annuitant was
aneligible to continue his enrollment may, upon his application before
December 31, 1964, and under such other conditions of eligibility as
the Commission may by regulation prescribe, prospectively enroll in
an approved health benefits plan described in section 4, either as an
individual or for self and famaly.
* * * % % * %*

CONTRACTING AUTHORITY

Sec. 6 (a) The Commission is authorized, without regard to section
3709 of the Revised Statutes or any other provision of law requiring
competitive bidding, to enter into contracts with qualified carriers
offering plans described in section 4. Each such contract shall be
for a uniform term of at least one year, but may be made automati-
cally renewable from term to term in the absence of notice of termina-
tion by either party.

* * * % * * *

(d) The Commission is authorized to preseribe regulations fixing
reasonable minimum standards for health benefits plans described in
section 4 and for carriers offering such plans. Approval of such a
plan shall not be withdrawn except after notice, and opportunity for
hearing without regard to the Administrative Procedure Act, to the
carrier or carriers concerned. The Commission may terminate the
contract of any carrier eflective ot the end of a contract term, if the Com-
mission finds that at no time during the preceding two contract terms did
the carrier have three hundred or more employees and annwitants (exelu-
swe of family members) enrolled for its plan.

* * * * * * %

(f) No contract shall be made or plan approved which does not
offer to each employee and annuitant whose enrollment in the plan is
terminated, other than by a cancellation of enrollment, a temporary
extension of coverage during which he may exercise the option to
convert, without evidence of good health, to a nongroup contract pro-
viding health benefits. An employee or annuitant who exercises this
option shall pay the full periodic charges of the nongroup fcontract,
on such terms or conditions as are prescribed by the carrier and
approved by the CommissionJ contract.

(2) The benefits and coverage made available pursuant to the
provisions of subsection (f) shall [, at the option of the employee or
annuitant, ] be noncancelable by the carrier except for fraud, overin-
surance, or nonpayment of periodic charges.

* * * * * * *

CONTRIBUTIONS

Skc. 7. (a)(1) Except as provided in paragraph (2) of this sub-
section, the Government contribution for health benefits for em-
ployees or annuitants enrolled in health benefits plans under this Act,
in addition to the contributions required by paragraph (3), shall be
50 per centum of the lowest rates charged by a carrier for a level of
benefits offered by a plan under paragraph (1) or paragraph (2) of
section 4, but (A) not less than $1.25 or more than $1.75 biweekly for
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an employee or annuitant who is enrolled for self alonel,J and (B) not
less than $3 or more than $4.25 biweekly for an employee or annuitant
who 1s envolled for self and family [(other than as provided in clause
(Q) of this paragraph), and (C) not less than $1.75 or more than
$2.50 biweekly for a female employee or annuitant enrolled for self
and family including a nondependent husband].

[(2) For an employee or annuitant enrolled in a plan described ]
under section 4 (3) or (4) for which the biweekly subscription charge
is less than $2.50 for an employee or annuitant enrolied for self alone
or $6 for an employee or annuitant enrolled for self and family, the
contribution of the Government shall be 50 per centum of such sub-
scription charge, except that if a nondependent husband is a member
of the family of a female employee or annuitant who is enrolled for
herself and family the contribution of the Government shall be 30
per centum of such subscription charge.]

(2) For an employee or annuitant enrolled in a plan described under
section 4 (3) or (4) for which the biweekly subscription charge is less than
twice the Government contribution established under paragraph (1) of
this subsection, the Government contribution shall be 50 per centum of the
subscription charge.

* * * * * * *

|

EMPLOYEES HEALTH BENEFITS FUND i

Skc. 8. (a) There is hereby created an Employees Health Benefits |
Fund, hereinafter referred to as the “Fund”, to be administered by
the Commission, which is hereby made available without fiscal year
limitation for all payments to approved health benefits plans. The
contributions of employees, annuitants, and the Government described
in section 7 shall be paid into the Fund.

(b) Portions of the contributions made by employees, annuitants,
and the Government shall be regularly set aside in the Fund as fol-
lows: (1) a percentage, not to exceed 1 per centum of all such contri-
butions, determined by the Commission as reasonably adequate to pay
the administrative expenes made available by section 9; (2) for each
health benefits plan, a percenatage, not to exceed 3 per centum of the
contributions toward such plan, determined by the Commission as rea-
sonably adequate to provide a contingency reserve. The Commaission,
from tume to time and in such amounts as it considers appropriate, may
transfer unused funds for administrative expenses to the contingency
reserves of the plans then under contract with the Commission. When
funds are so transferred, each contingency reserve shall be credited in
proportion to the total amount of the subscription charges paid and
accrured to the plan for the contract term immediately preceding the
contract term in which the transfer is made. The income derived from
any dividends, rate adjustements, or other refunds made by a plan
shall be credited to its contingency reserve. The contingency reserves
may be used to defray increases in future rates, or may be applied to
reduce the contributions of employees and the Government to, or to
increase the benefits provided by, the plan from which such reserves
are derived, as the Commission shall from time to time determine.

(¢) The Secretary of the Treasury is authoried to invest and
reinvest any of the moneys in the Fund in interest-bearing obligations
of the United States and to sell such obligations of the United States
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for the purposes of the Fund. The interest on and the proceeds from
the sale of any such obligations shall become a part of the Fund.

(@)(1) Whenever the assets, liabilities, and membership of employee
organizations sponsoring or underwriting plans approved under section
4(8) have been or are hereafter merged, the assets (including contingency
reserves) and liabilities of the plans sponsored or underwritten by the
merged organieations shall, at the beginning of the contract term next
Jollowrng the date of the merger or enactment of this subsection, be trans-
Jerred to the plan sponsored or underwritten by the successor organization.
Hach employee or annwitant hereafter affected by a merger shall also be
tramsferred to the plan sponsored or underwritten by the successor orga-
nization unless he enrolls in another plan under this Act.

(2) Except as provided in paragraph (1) of this subsection, whenever
& plan described under section 4(8) or 4(4) 1s or has been discontinued
under this Act, the coniingency reserve of that plan shall be credited to
the contingency reserves of the plans continuwing under this Act for the
contract term following that in which termination occurs, each reserve
to be credited in proportion to the amount of the subscription charges
pard and acerued to the plan for the year of termination.

* * * #* * & *

ADMINISTRATION
Swc. 10. (a) * * *

* & * % * * *

(¢) Any employee enrolled in a plan under this Act who is removed
or suspended without pay and later reinstated or restored to duty
on the ground that such removal or suspension was unjustified or
unwarranted [shall not be deprived of coverage or benefits for the
mterim but shall have his coverage restored to the same extent and
effect as though such removal or suspension had not taken place, and
appropriate adjustments shall be made in premiums, subscription
charges, contributions, and claims] may, at his option, enroll as a
new employee or have his coverage restored, with appropriate adjustments
made tn contributions and claims, to the same extent and effect as though
such removal or suspension had not taken place.

O
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[Report No. 1142]

S8t CONGRESS
9D SESSION

IN THE HOUSE OF REPRESENTATIVES
Novemeer 18, 1963

Referred to the Committee on Post Office and Civil Service

Freruary 17,1964

Reported with amendments, committed to the Committee of the W hole House
on the State of the Union, and ordered to be printed

[Strike out all after the enacting clause and insert the part printed in italic]

AN ACT

To amend the Federal Employees Health Benefits Act of 1959
1 " Be it enacted by the Senale and House of Representa-
9 tives o‘f.the United States of America in Congress assembled,
g That the Tederal Bmplovees Hoakth Benefits At of 1959
5 {4} Seetion 2{e}{3) is amended by striking the words
G —as a vesulb of jwey sastained or ilness contracted on oF
n  after sneh date of ennetrent’™

g {2} Seetion 2{e}-{4) i nmended by striking the words
g “on aeeount of mjury sustained or illness eontracted on or

10 after sueh date of ennetment™
I
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43} Seetton 2{) is nmended by Hserbing; wfter “step-
ehitd™; < foster ehild>

{5} Seetion 3Hb} is wmended by inserting; after
“or’s the last svord Hr the parneraph; the followines S}
the full perted or periods of serviee beginning with the
enrollment which beeame effective not lnter than December
3 1963; and ending with the date on which he becomes

{6} Seetionr 5 is amended by adding the following sab-

g} Any ennnitant (including an individual receiving
monthly compensation as & reswlt of injury sustained prier
to the effeetive date speeified in seetion 16 and whe would be
an annattant i the injury or iHness had been sustained or
eontracted on or after that date} whe at the time he beeame
an anpattent shall have been emolled in & health benefits
plan under this Aet and whe at the time he beeatne an an-
nitant was ineligible to continte his envollment mays upon
his apphention before July 15 1964; and ander sach other
eonditions of eligibility ay the Contmission may by reeuln-
tior preseribe; prospeetively enroll in an approved henlth
benefits plan deseribed i seetion 4 either as an individual
or for self and family
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{7} Seetion 6{d)} is mmended by the addition of &
sentenee rending as fotlows:

“Phe Commission may terminate the contraet of any
enxrier effeetive at the end of a contraet term i the Com-
mission finds that at no tine during the preceding two eon-
teaet terms did the earrier have three hundred or more eb
ployees and annmitants {exelusive of family members)
enroled for its plan’

{8} Seetion 6-4) is nmended by phwing & period after
the word “contraet’ in the last sentenee and striking the
remainder of the sentenee:

{9} Seetion 6{g) is amended by striking < at the
option of the employee or annuitant; |

{10} Seetion Haj{t) is smended by inserting the
word “and? at the end of elause {A) and by striking out the
following: “fother than as provided in elause {6} of this
parasraph)- and {O} net less than $1-45 or more than
$2:50 biweekly for » female employee or annunitant envohed
for self and family meluding & nondependent hushand™

{4 Seetion T{a}{2) is amended to read as follows:

9} For an employee or annuitant enrolled in & plan
deseribed under seetion 4 {3} or {4} for which the biweekly
sabseription charge is less than twiee the Government eon-
tribution established under paragraph (1) of this sabseetion;
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the Government contribution shall be 5O per eentum of the
H2)- Seetion 8{h) v amended by mserting after the
“The Commission; from fime to time and i sueh
amonnts as it eonsiders approprinte; may teansfer unused
funds for admintstrative expenses to the contingeney r
of the plans then under eontenet svith the Commission: When
funds are so transferred; ench contingeney reserve shall be

eredited in prepertion to the total ameunt of the sabserip-
tion eharges prid and acerned to the plan for the eontrnet
term immedintely preceding the conteaet term in which the

+13)- Seetion 8 v amended by adding the folowing sub-

) Whenever the assets; linbilities and member-

ship of employee orgnnizations sponsoring or nndervriting
plans approved under seetion 4{3} have been or are here-
atber merged; the assets {inelnding contingeney reserves)
and habilittes of the plans sponsored or underwritten by the
merged organizations shall; at the beginning of the contract
term next following the date of the merger or enactment of
this subseetions be transferred to the plan sponsered or wnder
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- Sme: 2. Paragraphs 4 10 and 1k of seetion + shol take
‘effeet on the first day of the first period whieh begins: ab 1
ninety days after the date of ennctment of this Aot

That the Federal Employees Hedlth Benefits Act of 1959
(5 U.8.C. 3001-3014) is hereby amended as follows:
(1) Section 2(c)(3) (5 U.S.C. 3001(c)(3)) is

amended by striking out “as a result of injury sustained or
~ illness contracted on or after such date of enactment’.

- (2) Section 2(c)(4) (5 U.SB.C. 3001(c)(4)) s

cc}ooqdimmw.wr.—ﬂ

10 amended by striking out “on account of injury sustained
11 or illness contracted on or after such date of enactinent”.

12 - (8) Section 2(d) (5 U.S.C. 3001(d)) is amended—

13 (4) by inserting “, foster child,” immediately fol-
) 14 lowing “stepchild”’; and

15 (B) by striking out ‘“‘nineteen” wherever occurring

16 therein and inserting wn liew thereo} “twenty-one”.

17 (4) Section 2(e) (5 U.S.C. 3001(e)) is repealed.
18 (5) Section 3(b)(1) (5 U.S.C. 3002(b)(1)) is

19 amended—

20 (4) by striking out “whichever is shorter, or”;
o1 and |

22 (B) by inserting in lieu thereof “or (C) the full
23 period or periods of service beginning with the enroll-
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1 ment which became effective not later than December
9 31, 1964, and ending with the date on which he becomes

an annuitant, whichever is shortest, or”.

(6) Section 3 (5 U.8.C. 3002) 1is amended by adding

> W

5 at the end thereof the following new subsection :

6 “(g) Any annuitant (including an individual receiving
7 monthly compensation as a result of injury sustained prior
8 to the effective date specified in section 16 and who would be
9 an annuitant if the injury or illness had been sustained or
10 contracted on or after that date) who at the time he became
11 an annuitant shall have been enrolled in a health benefits
12 plan under this Act and who at the time he becdme an an-
13 nuitant was ineligible to continue his enrollment may, upon
14 his application before December 31, 1964, and wnder such
15 other conditions of eligibility as the Commission may by
16 regulation prescribe, prospectwely enroll in an approved
17  health benefits plan described in section 4, either as an in-
18 dwwidual or for self and family.”

19 (7) Section 6(d) (5 U.S.C. 3005(d)) is amended
20 by adding at the end thereof the following new sentence:
21 “The Commission may terminate the contract of any carrier
22 effective at the end of a contract term, if the Commission

23 finds that at no time during the preceding two contract

Approved For Release 2009/08/20 : CIA-RDP87-00868R000100090024-1



. i
Approved For Rglsase 2009/08/20 : CIA-RDP87-00868R000100090024-1

T o S ™ St
W N = O

14
15
16
17

18

19,

20

21

22

23

24

25

tooosimotpoo"wu

8
terms did the carrier have three hundred or more employees
and annuitants (excluswe of family members) enrolled for
its plan.”

(8) Section 6(f) (5 U.S.C. 3005(f)) is amended by
striking out “, on such terms or conditions as are prescribed
by the carrier and approved by the Commission’.

(9) Section 6(g) (5 U.S.C. 3005(g)) is amended

by striking out “, at the option of the employee or annui-

tant,”.

(10) Section 7(a)(1) (5 U.S.C. 3006(a)(1)) 1s
amended—
(4) by striking out the comma at the end of clause
(A ) thereof and inserting “and” in liew of such comma;
and
(B) by striking out “(other than as provided
clause (C) of this paragraph), and (C) not less than
$1.75 or more than $2.50 biweekly for a female em-
ployee or annuitant enrolled for self and family includ-
ing a nondependent husband”.
(11) Section 7(a)(2) (5 U.S.C. 3006(a)(R)) is
amended to read as follows:
“(2) For an employee or annuitant enrolled in a plan
described wnder section 4 (3) or (4) for which the biweekly
subscription charge is less than twice the Government con-

tribution established under paragraph (1) of this subsection,
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1 the Government contribution shall be 50 per centum of the
2 subscription charge.”

3 (12) Section 8(b) (5 U.S.C. 3007(b)) is amended by
4 inserting immediately after the first sentence thereof the follow-
5 ing new sentences: “The Commission, from time to tune and
6 in such amounts as it considers appropriate, may transfer
T unused funds for administrative expenses to the conlingency
8 reserves of the plans then under contract with the Com-
9 mission. When funds are so transferred, each contingency
10 peserve shall be credited in proportion to the total amount
11 of the subscription charges paid and accrued to the plan for
12 the contract term immediately preceding the contract term
13 4n which the transfer is made.”

14 (13) Section 8 (5 U.S.C. 3007) is amended by adding

' 15 at the end thereof the following new subsection:

: 16 “(d)(1) Whenever the assets, liabilities, and member-
17 ship of employee organizations sponsoring or underwriting
18 plans approvéd under section 4(3) have been or are here-
19 after merged, the assets (including contingency reserves)
20 and liabilities of the plans sponsored or underwritten by the
21 merged organizations shall, at the beginning of the contract
22 term next following the date of the merger or enactment of
23 this subsection, be transferred to the plan sponsored or under-
24 written by the successor organization. Hach employee or

25 annuitant hereafter affected by a merger shall also be trans-
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b P
Approved For Release 2009/08/20 : CIA-RDP87-00868R000100090024-1

© v = o W N e

10
11
12
13

Approved For Release 2009/08/20 : CIA-RDP87-00868R000100090024-1

10
ferred to the plan sponsored or wnderwritien by the successor
organization unless he enrolls in another plan under this Act.

“(2) Lzcept as provided in paragraph (1) of this sub-
section, whenever a plan described under section 4(3) or
4(4) s or has been discontinued under this Act, the con-
tingency reserve of that plan shall be credited to the con-
tingency reserves of the plans continwing under this Act for
the contract term following that in which termination oc-
curs, each reserve to be credited in proportion to the amount
of the subscription charges paid and acerued to the plan for
the year of termination.”

(14) Section 10(c) (5 U.S.C. 3009(c)) is amended
to read as follows:

“Uc) Any employee envolled in a plan under this Act
who s removed or suspended without pay and later rein-
stated or vestored to duty on the ground that such removal or
suspension was unjustified or unwarranted may, at his option,
enroll as a new employee or have his coverage restored, with
appropriate adjustments made in contributions and claims,
to the same extent and effect as though such removal or sus-
pension had not taken place.”

Sue. 2. Paragraphs (4), (10), and (11) of the first
section of this Act shall become effective on the first day of
the first pay period which begins at least ninety days after

the date of enactment of this Aet.
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Amend the title so as to read: “An Act to amend the
Federal Employees Health Benefits Act of 1959 to remove
certain inequities in the application of such Act, to improve
the administration thereof, and for other purposes.”

Passed the Senate November 15 (legislative day,
October 22), 1963.

Attest: FELTON M. JOHNSTON,
Secretary.
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